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TEL=COMMUNICATlONS

INDUSTRY UPDATE

The Joint Bo;ud's recom.m.e11datiCln on Universal Service: fu.tur" subsidies tQ local comp~nies

will he leB5 ~Nn p~st 5ub6idiss.

Thl!! Join~ BO:'lrd met yestcrd ... y to vat..: on its r~c:ommend,\tjonor. Unjver~i1.1 Service. Our rt!port 1$

Oi'lsed un the di::;cussion <'It ~hO! mO!etinlli ;'Ina on tn~ pre.o;!1 rde....~c::;, which are all that i:l ilvnddo18 ~u filL

TI,e Full dOCl.ln"m t will b'l is~ad ];ltel" tnd"y "I" next ""'@'lk.

The T",le<:om Act af 1996 de<:reed th:'lt~ub~idles implicit in rates be mrtdeexplkH. In <l c::lmpetlnvc'

worlc, rates are cost-based. The Act attempt:; to ~et to a competitIve marketplace "5 fi1..st <loS possible

by dlicr..eing that sub... idies which have beel'l implicit in :>arne r7ltes be m<l.de @x.plkit. Thq Act also

deO"E:E:d th,H Utllver~i\l S~rvicl;l bQ pre8~ed.: that telec:om :Jer";ces T!lrnain available "'nd .!tifordablc

thro~lgho1.1t the country. In pI'lTticu1ar, it Q<:accd that i1dv::1nc~d t21ecnm ~ervic.Eils be tlvailable to

5chools. libraries mc rutill healthQlre prOViders. E::,::,<mtially th~ Act decreed that the 5ub~jd!e~ ni

b<lsic local rarG.'S which ha"l! been buril.d In ehe pr1Ce.< of other services be made expl1cH by ~eir.g

moved into Universal Service Funds (USi=) /'It the fl!deral and state leveJ~. The Act instruc:tc:ci the

Fo::lc:ral Communiciltiol1~ Commission (fCC) to appoint a JO;l'It Board, including thre~ FCC Ct~mrl1l.':·

~iol1er:"l.. rour .~t.'ta .;ommi,.,ioner:"l and a state consumer il.dvIJCi\te to make Tecornmel'\dat1"n~ tu th<.:

FCC about th~ feder.lJ rules Unlvers(t) SloIT'''''cil r'Jle!!i and to create ~he federal USF. The FCC is then to

npen that recor:u~el'\d,~tion~o public cumment. and by May .!I, 1997, the FCC is to c~tabli~h rulli!~ for

f<!der1'll Univl!!rs"l.] Sli:rvic~ support. TI,e rnl~;.?f the JOirtt Board is significant, but purely advi::;ur}·. The

final dQCis\ons Will b~ m<l.de by the FCC Mxt Sprinp;. w~ l-jghli&,h~ ihat bl<Ci\\JSli thQ vie.ws of gO me

5tat.r<: cmnmi~mone~ .....er2 v2ry differeTlt from tho~e of thE: FCC members of the joint 8()~rd.

key Points:

n,e Board re.."ll:hcd ~~Teernent on some very leey issue:'!. Th~ B"ara. Hgrli:ii:d on the:: definition of

Universal SerVice, inc:rl!.u~ support tl' )ow·incorn~ us(,!I"s, .s~t up thli Iiduc;ltion part of the Fund and
Co"lpped the size of that part of the Fund. [t ;USO set up rhe pos$ibility the Subscnber Lin!? Cnarj/;!: ','\'111

be low€Tcd '5omewh..,t.

Most impnrt3ndy, it <'11,"0 aweed that 5uppor~ for high cost rural areas should be draremunl2<!

through Z'l prexy modd, yet to be: finalized, t},ut """"11 be bn5<ld on forward. looking <:o~t:;, not embl!d­

Jed co:;ts. Thi~ me,..,l'lS that the Ftmd Wil1 be crec1ted bottom-up, with c:ompenilation b<l:;ed on the

diff~enC:l!l betw1!:!Em 0 company's hypothehC2!1 12ff1c:i=t c",.t i11 ;) givqn loCHian minu~ a rI<lli"na]
b~T1chm<U"lc co:>t. Tne compenslIrlo?l will nat b'" bi\s~ on embedded cost:!. While tr,c Bo;\rd did ;;(lC

~izc eh€ Fund, it is de<lr thnr i~ wllJ l"I~t iT~mpt to keep the local companies wholtl.

Tne Board did 1"oe a~r" on jurisdiction. Some state commissioners did not wan t the federal Fund

to dr<'\w on IntTJ.:<b1tc: TI::VlilI'lU~. Other st.1te commissioners Seem ""';llil"lg to allow th~t. if the F1JI'\d

nil@ds to be la.r$e. Th~ FCC commisS'icncr~ All buliuIo'C rhc.lY haVl;! thQ authority t{'l dl';'lw on inern~t<lte;)s

TN> irI'_~i~ i..~ I. '/'"'lariftillllll4li.. _ ... QIIIr onlIl1 no _ "'"\,IIG IlO _oil••• 0>. , on "r"" a ... 1JII_lo ..... Dr _dilD.... ot.., .It-,oliu, 1111 -.._~ Th.
~nJonn" gi-. hot""'i, ","",~oou_OOI!I"""''''_I'''-IIlllo. ""1C""~31l11dbyu" """~ """,,;.1__• n.•• 4.l<IlI e.1"'" ..,,, .....
••0001".lII\iens".,..~ ihi.lrm~il!niI'nn.ll'1d1am~ct"'I:IIIIi.!!I"'~IIW~~lII:nn -mmm~ond m"l' m""o FUcNoo Jl'dl., .... 01 wi> -",No
~an cmtI to;"'" n /'I. _ ..~" ell...... "'''''...,.. ..,,__ ,.... '" ""~"l!:~~;,..woibtI.""'" oJlbo.
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well as ir:tar'tl\t~ r~ventle:l for till;) purpo.~~. Thu:l, the i~:-;up. of JurisdIction rears irs lirl~wu5 hei1d

>lf1;i'lin.

Because the 8c<'U"d did not decide;: w!'\I~thQr ((:1 1Jll11l iI'\trasl:ctte re v enU8::! to feed the fedt!Ori\l F'Jnd, it

did not size the FttI'\d. It also defined the berH:hmMk. it will u:o;~ to d~t12rmineneed for ::1tlppor~ on

r~"l:'nues.<\~ well i\5 cO.lOts. The 1d~ is thin ri cornp;rny's costs in -it giv~'Il arOl'l will be comp<\r~d to thAt

national C\v~rage benchm~rlc.,and the Rap w1l1 b~ flUed by the Fund. Apparently, whJ;Y'l:! ~he btmch­
mark ;!1 set will d<l:::end not emly on wh<lt <Ivern.ge forward louking costs I\Te ~ati('lI1wide.oW .....h,H

reVeTl\.le"i; Me available tu support those COSt.'L Wh.. t WQ infQr. in pl~in cl'!1;li:;h, i!i that if il"ltrast'ltr~

rravenues C<\1\l'Iot be used to feed thc f~dcr"l FUr'ld, the bero.chmarlc. wi!1 o<a s~t at;~ level thl'lt results:n ~

~mi:ll1 fCQ\lrnl Fund and most of ~hEl burden of su~portinK Jocl'll n'lte.<; will b<! left to the ~tatc;, thrD1Jf;:n

!~RTe F~mds.

There ",r~ s~ver;u j(,c;:y bot'tum lim: impiic;\hl"l1'\;; to !hi:!l ElrC'UHI jurisdktlOl'laJ dispt.tte, and '.....e bel.Hlv"

thair primary ir.t~"1..:t ....,ill be on local campMil!!~. B~tween t},~ 1il"lc.~. it rlppli1ar~ th"t ~he burden on
long d1~tJ:lnCil companie.c; will be smil.ll@r than it h"s bee1'1 in the pn:iC. The fedO!Ti'lJ Fund 'Nill be

;m~llcT than nrrrl.:nt :lCCQS5 ch::trgGS, If long d1:H;Jl'lCIiI rever.ues alol'\e oUp~lort it. Alternately. a IMf.';t:!

fund could be Cl"E'...,ted but it would get much of its 3upport On the basis or intr~.1U1e~revenu€..'1. whICh

rtre over two thirth of <\11 telecom revc:nuc~ in th~ U.s. Thu;,;, ~he r~I implicat'ion of ehl;! jUrisdictional

i~..ue I~ :no~ whQther Jon~ distance compMieos are the wl.nnc!r:•. Tney nr~. Th~ question ii which l("lc:'ll

compal'li<.~~ ?TC th~ bigg~:st lO:l~n. Will low co.s~ st.,tlil~ ~upporthigh co~t s~at8S, via a lar:;,e {ederl'l.1

Fund bf\.Sed mostly em jnt'T~.~t."lte revenue." or will e<lch :3tate h21ve to fund itSelf? Either way. we ~<:e

the lr,ng di~tar1c:e campania.; as winners. It will, however. m2\ke :\ big dHf~rt:mc2 to th~ loc"l comp<I­

lii~' Rnancial.'. With a sm<t1l federal Fund, rurn companies lika GTE, US WI:!5t, B~lIS,",uth do much

wcr:;c than wi th 1\ l"r(;t1: fed<i:r,,1 Fund. Conversely. Ball AtlCU1I:iC.. NYNEX. Ameritecl, do much better.

W~ expect the FCC. whl:!n it make~ rho fin<\.! de:c::~ion in M;;'ly !Cl opt ror a bigger Fund lh~t dr<lws on
lntrn~t;ltlil nv@t'\ue.c;_ However. !,Vii also believe that decision IS li1l:ely to be appeAled In Coun.

Mort dat;Q.1:

The joint Soard recommends. but the FCC will make the fin~J decisions. The Joint Board recom­

memdl'ltlons that follow Art!! .....m be considered by the FCC as it continues to dilliber<lte the issue of

l.'rliversid Service. but the final decisions w1l1 be miid<! by th4! FCC illoni! by M<lY 1'1, 1997. Th'H is i1

c:riti.;al pOint, 'oQQu.';Q nn m<lny kay issu..s the 'FCC commiSSioners differ~d from ,;cmc or all of ~h"

state commi5~01'\ar!i. Thu~, we wi1lld,r;hll~ht~h~ p(l.~itions of tnE! FCC commi~:lion~r$in iU"!el\:i .....here

there Wforlll di:;al;Teements between the !iUltf:! and federal 'ommi:l~iC)n~TS.

Univcr.;~l 5cr"lc~ is d~finf,!d as slngle-pMty. "oic~ gr;.'\de ;tcca:<;~ to the public ~w;tched i\e~work.

irH:h.ld~ some usC\ge, and l'cce;,:o tQ: operntor serviC1!lii. Olrnergenc:y servic::es (911). interE!:l:change

ser·vke.<;. ;lnd directory il..'!'iist::lnce. DtaHone multi-frequency signaling must lIlso be availZlble.

Any common carner who offers 21l1mch l!IervicQS ~hroughout itS d~\gT\ated ~e-rvtce are<l is eli¢ble

for support from the Universal Servkl! Fund <YSFJ regardless of the technology it U5e.<i. TIn.!:'!.
wirg!Q$$ or l;lble compflnle", for 8xampla, can receive 5'upport as long as they provide ThOSe b,,~ic

services. They would <:'l.1sa ~cmmbutl:! as 10ro.I': 1'l5 thc:y t\TC: interexcha:l'8'C Qrricr~.

To help provide for lQw-income users, the Board recommends extending Lifelinl! i!\nd Link.-U p
programs Mtionwidc ~lnd inc:rl2ri~ing th~ f~dQral s\.lb~idy for thMQ in the PTo~TTam from 53.50 to S7

plir month_

rs.inkmll..... _rnl"'."in/Qolll.h.lllJI_~.Md;"now.,IJ/l....nll .....- ... ,--"1u.... '.""'.IOVII a ......ICllAl........... "'e..,..,., Malri.... n..!ad&JIi"""".IanI",~""""'i>_Ir...
2 "",_·.Hcil".boi<oor•.,t.r~."'I"""'l:"'Jf.......,jb,o ....IQ'''''''''''_~,~~Inn-__"'~bo~""""""_""""'.. "'ni....__ ~Ii"''''''''''''''''''.'''-rn_··''_'''''''

".yh","~~in",,-u1~41cnliawdoYldrn.:l1"''''~::w1dJor~~-o:~::Ld\:oa..i~trem6'''.!Dfimain''''~~~~~.J.d.~;".mlil6... rttb..IJ .... :ubfoa't:d~:-:Ii;aa"'~il'la"ral"fc.cr::;.



_ •• _ _ I .,_, -..,J""'"-l.-o-J
4; OO-i

JANNEY MONTCAOMERV SCOTi NOVEMBER 8, 199B

5uppt:lrt will be pro ...id~d by the FWld tu :-\chod~, hbr~rilis, and rUl".'li health<':a!E! ?ravidt.>rs. ThC!

::;\lppOn fOT hrcJ\lthOiTIi is left rc be fl~hlad out, but :5 not expecrEld to bt,) a large amount. For "cheats
and JibrRrics, t1 sliding se:ue of di~h::ounts on serv;ca.~ i,5 :" bl! provided by Cfl.rr;ers, wno ;m.' rhc~

comp~Si'\tl::d by th~ Fund. D\~;(::mJnt:; ral"l~c from 20% for schools and librarit!:'J in th~ .... e~lthlc~~

aTE~a~ of the U.s. eo 90% for those in the ?aor~r. Mast will recel\l&! diSlccl.ml:S (If 40-90%. Th@ part ur

the Fund th2lt SlJpport5 !H::hr1r11.~ ~nd libraries Wrt~ capped at 52.25 billion. It ....a~ dCCCCld that thJs part

of the F1.11"ld be supported by all int<H'Qxch"n:;Q carriere; O<lsed on both in~er:;t<lteand i....,trast:,\tc:

n::VtmUtl'!1. Th<lt is, both lo~<l! <\l'ld lanK distancf;! cumplu\,c.~ con r:ribute to ~hi5 part of thE! Fund, ba~ed

Orl all their rC'lcnu~s; nQ! uf ~r.ln£f~r P:<yTT'!QI"IK en othiiT c:vriers (e.g. long di:l~l\nc::c rcvcnue~ :-.e~ ;:f

access chargsli). On the issue: or run<linl!t, twr:5tntc comm.i~,'lion~n,di:l:5ent~d ba~ed 0]' their view th,H
the FCC hll,~ l't:l jUTI.~di.::i0 1'\ over intrclstate revenut::l,

Th", biggest PMrt of the Fund Is l~ely to be support for n.U'al llTld high cos~ area~. ThQ 3~t\rd did

not si2e this pl'lr~ ot the Fund and thu~ d.id Mt siza :ha tot."1l F\md. All mernber:s of the Board did,

hOWll!Vlilr. ~uppore the u~e of il proxy medel ba::..:d on forward-Iook.ing CClits to determine !'luF'?ort

l"I~~cd for rur;,l, high-co,~t comptlrlies. Comments mad'l!l by Vi\rious commis::;iC'lncr~.,izli:cl it (1.5

poteTlnally 9@vera] biJlion in one c:ase, 11.~ 5S billion to SIS billion In another case. Then~ W1\S <'l SenE'e

thiH the size Clf the fede~l ~nd will depend an wheth!!!! It draws on imrns!.,ta 1'"I;IV~l"\ues. If it coes, it

will l;1o;, fairly larg~, while if it IS bu..d nn ilHQrstate r~venues only ir mi~ht be falrly small. Huw~....~r.
Ch<lirm~l"l Hundr, who ?uppores drC\wll'tg 01'\ intl7lstilfc rCVCilnues, inc:licilted that the f~erIIl FUIld,

induding th~ ncw :rupport for eQ1.Jl:iltiOT1. ""'il! btl mud, :;mClller th"'M the tntr.ll implidt ;ub:lidie:< ~h(H

support univl:rS<11 -sltrvlce today. LnCilI cr>mpRnieo; <Ire expected to becom~ mafCl 1.:ffid.:nr in "

competitive world <lnd to 1'18@d lo!S$ suppurt than they hl1Vll in the past.

rriar i'lttempts at sizing the Fund howe rl'lnged from $4 billion, 'submitted by MCl, to 520 billion.

:i\.lbmirtO!d by USTA. thliil~soc:iatkJtlof locCllphonc compO'lni~. The USTA numbilT attempts to size

~ub3;aies CUl"Tetltly implictt in v(lriou~ rut~, In the past, access charge:! ~nd raee.., on toll and valuf<­

added services .supported laG'll b'lsir: ratas at levels below cost in most of ~ht: country. In addi~iC1n,

supp~rt ft"lr the hi"hilst-cost rural aTe<15 .....~s providad through i1 high ce~tfurld,which is C'tlrrendy

wc;:11 undqr 51 billion. Suppcrt CiUTI@ from both intersUite ahd intTPlstate snurcao; throlJ.~h 11 mixture or
subsidies buri~d in various rates. In Ildditicn, through the hi~h cost fund some ml"l:;tly urban local
c:nmp,mies hilVe supponed ,om~ f\lJ'al local cumpanks. Th~ CClt.1\lity of .~uch implicit cros.s-sl.lbs.idie~

rrcm all !lOureao; h~s been s;zcdat $20 billion by UST.o\, th~ loc:a! e'ornp...nil!ls' i'\ssoc:i<ttion. It reprlZ­

sents the n1J.m.be-r required tl;l Iteep the lOQ\l companies whole. We balie...~ that numbeT i~ nn che low

side, not nn ~e hi"h~idi.. The ~CI ..,iew i:l that mo,t of th!\~ 520 billion t~pre~ents i!'lefficieT\c:;t whic:n

:lhould bf:' squeezed out uf che sY'aem l'a~hlir than subsidized. Mel and athGlrs lia ....~;;ubml~ted prnxy

modl.!ls whic:h hypo~n2Slze a rutwly-bwld efficie.nt nctworlt th"t UllliS the most modem technologJ."~,

cmd cost out thl! 'y~tcm bflsed on that b(lSi~. Results of such ml,dels are far lOWIi!T ~hl\n 5;0 billion.

The BOru'd unanimOl."ly l\P~~ 011 the prindph: of using a bottom-up proxy model ba:l.I:d on

forward-laolcing co:o;t:i, not embedded C'C$ts. It left th~ thrashlnl; out of the specific mCldel and it~

\l1p\.lt.~ to work~hops that '-'fill be held oV!!t' the nelCt few months, and thus gElve the local comp;:mi~:;

one mOTe chi\ncl.:' tu bring in enOli'l' " ......n vQt$ian~ of forward-looking models ~hat will pre.liumAlbly be

morQ favornble thC\J1 the on'!!! now bef"r:! the FCC, mo~t of which were fi.mded by Mel. ThU:5, It ;.~

d~ilr thb will nct bl!: it ml'\lcrrwhole Fund, hut the LEe.:! hllVe another chan~ to ~ubmjt number':< t;'<=lt

keep it from being 1'1 di3i1ste:r fOT chern.

While it is dear tMile tMli: BOtlrd did l"\Ot a~e.; on j1.uisdktion, it did agree that th~ Fund ·.....ill b~

Thi.,rJrnu..., ,.,.. lor-mu.. ""'I""""'oWr Zldil .... _ ......Ila_ ".'~._"""by ...........~., ID"I" "'4\dftr1 ol'" otfor 10 boT anr ll8CUl'''' TIlIIt.oooll4lin/Orm;oitlng__""""''''''
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November 4 t 1996

Federal-State Joint Board on Universal Service
c/o Federal Communications Commission
1919 M St. NW
Washington t DC 20554

1

Dear Members of the Federal-State Joint Board on Universal Service:

Catholic Schools are under constant budget restraints.
Over the past four years I have observed a constant trend to
pay more for goods and services. Emergency situations centering
around facility needs are causing spending for plumbing and
electrical repairs. Additionally, assisting those who have and
are suffering economic problems continue to drain our limited
resources.

Technology investments can only help all children if the
FCC permits discounts rates to assist our school. Significant
savingswill permit us to meet the needs of children with your
help.

Therefore, I am requesting your recommendation and support
to the Federal Communication Commission on November 8 t 1966 for:

1. Discounted telecommunications rates for schools and
libraries.

2. Basic and advanced services should be eligible for the
discounted rates.

Thank you for helping us help children.

Very truly yours t

Iu,$l>
eter N. Polidoro, Ed.D.
rincipal

PNP/jm

CC: Sr. Suzanne Bellenoit, SSJ
Assto Supt. Gov. Prog.

No. of Copies rec'd
List ABODe '----



RECEIVED

NOV 14 1996

Fe~2r:tl Ccmmunica1ions C()mm~stion

Office of Secretary

Dear Board Members,

FV Pl~RTE OR LATE FILED
Saini Cecilia Sdlooi
114 Chestnut Sheet

Kearny, NJ 07032
November 2, 1996

I

I anra First Grade teacher at Saint Cecilia School in Kearny, New Jersey. We are very

excited about our new computers, which we are leasing from Apple, and were just wired

for the Internet. Since we are a private school we depended upon contributions to defray

the cost of "Netday". The only ways we can afford investments in technology are from

fund-raisers, contributions, and discounts. We are a small school but have a lot of spirit

and drive. My students are so excited about using our computer which we have to share

with two other classes.

If we are to continue to develop and enhance our technology plans we need you to

provide discounted telecommunications rates for schools and libraries. We also need

basic and advanced services eligible for discounted rates. I hope you keep us in mind

when you make your recommendations to the FCC on November 8.

Thank you,

Mrs. Eva M. Reese

No. 01 CoDies rec'd
Lilt ABOOe ----


